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BUDGET RESOLUTION/Conference, Passage

SUBJECT: Conference report to accompany the House Concurrent Budget Resolution for fiscal years 2000-2009 . . .
H.Con. Res. 68. Agreeing to the conference report.

ACTION: CONFERENCE REPORT AGREED TO, 54-44

SYNOPSIS: The conference report to accompany H.Con. Res. 68, the House Concurrent Budget Resolution for fiscal ye
2000-2009: will cut the debt held by the public (money that the Federal Government owes to creditors other tt
itself) in half over 10 years;ilWsave the entire $1.8 trillion in Social Security surpluses over the next 10 years for Social Seitlurity;
fully fund Medicare, with annual funding doubling over 10 years (all of theithat's poposed $9 billion in Medicare cuts were
rejected; as a result, this budget wilbav $20.4 billion more in Mediare spending over the next 10 years than proposed by the
President); w save the entire $1.8 trillion in Social Security surpluses over the next 10 years for Social Security; will provide f
$777.9 billion in net tax relief over the next 10 years (in contrast, ts@Bnt'soudget would increase the tax burden by $96 billion
net over 10 years), and will adhere to the spending restraints (discretionary spending caps and pay-go provisions)tifahe bips
budget agreement as enacted in the Balanced Budget Act of 1997 and the Taxpayer Reform Act of 1997 (the President's pro
budget, in contrast, would dramatically increase spending in violation of that bipartisan agreement, and would resultlion$2.2 t
more in total Federal debt at the end of 10 years than proposed in this Senate budget). After tax relief is providedgetesarplus
over 10 years will still be $92 billion; that money will be available for additional debttredws to pay for high priority items, such
as the costs of Medicare reform or the costs of emergency spending.

Debt held by the public.$2.7 trillion more will be collected in taxes over the next 10 years than is needed for current spendi
plans. $1.8 trillion of that amountilvbe from SocialSecurity surpluses. A major premise of this conference report is that those
surpluses will be protected by creating a lockbox that will use the funds only for Social Security reforms or saved Secsoityal
by reducing the debt held by the public. The "lockbox" would consist of budget mechanisms that would make it difficubi¢k add b
to the debt held by the public for any purposieer than obtaining funds for Social Security. For most of the past 30 years the Feder
Government has spent more money than it has collected in all taxes, includoittprgs. To spend that extra money it has borrowed
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Compiled and written by the staff of the Republican Policy Committee—Larry E. Craig, Chairman
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money by selling Treasury notes. That borrowed money is called debt held by the public. Currently, the Federal Government owes
$3.628 billion in such debt. Any person, corporation, or government may purchase Treasury notes. Total Federal debputdited the
debt, also includes money that the Federal Government owes to itself. Most of that debt is due to the operation of Wisefunds.
the Federal Government imposes a tax or fee for a particular purpose, and does not spend all of the money raised ina& year on t
particular purpose, it buyg@asury notes with the flus and puts the notes into a "trust fund.” The money goes to the Treasury general
fund. Thus, trust funds do not hold cash, they hold Treasueg, which, if and when they are redeemagstrhe redeemed by taking
money from the general fund. Transfers between the general fund and trust funds are intragovernmental transfers ttest dleenot aff
budget. Théudget is only affected when funds go into or out of the government; crediting one government fund and debiting another
by an equal amount does not have a budget effect by itself. The current public debt i#EoB¥ T he public debt is capped by
statute, but the debt held by the public is not capped.

Reconciliation instructions. Reconciliation instructions in a budgesotution direct athorizing committees to suggest changes
to direct (mandatory) spending and revenues in order to meet the assumed revenue and spending levels. In this caskatioe reconci
bill will be considered to provide tax relief totaling $142.3 billion through fiscal year 2004 and $777.9 billion throu¢ge2ate
tax reduction reserve fund below). After providing this tax relief, there will still be an estimated on-budget surpludliafi$Qhils
amount is lower than estimated in the Senate bill largely because the conference report does not accept the Senatehassumption t
several savings provisions adopted in the 1997 balanced budget agreement would be extended).

Budget rules.

® a committee report and any accompanying statement of managers for legislation containing proposed nondefense emergency
spending will have to provide a justification for why an emergency designation is required; certain criteria will havet fol@me
emergency designation; a point of order will lie against a designation that does not meet the criteria; a three-fifth€6)ajotiy
will be required to waive that point of order; the point of order will sunset when the fiscal year 2001 budget is adopted;

® the conference report contains a clarification that the current pay-as-you-go prohibition on increasing the deficit with new
mandatory spending does not apply to proposals that decrease on-budget surpluses ("on-budget” refers to all Federalueceipts mi
all Federal expenditures, except for receipts and expenditures of Social Security and the Post Office); and

® a point of order will lie against any revision to this resolution or to the fiscal year 2001 budget resolution, or any amendme
thereto or conference report thereon, that sets forth a deficit for any fiscal year; a simple majority vote could wainedhatqer;
the point of order Wl not apply to adjustments made for legislation that enhances retirement security through structural programmatic
reform (see below for a description of the reserve fund for retirement security and other reserve funds).

Function priorities. In additon to overall totals, budget resolutions contain totals for broad function categories. They do not dictate
the amounts to be spent on specific programs, but they are based on assumptiordirgg $oeelsThose spending levels may be
based in part on assumed changes to current law. Additionally, revenue assumptions may be made based upon assumed changes to
current law. Key assumptions in this resolution include that full funding will be provided for transportation and thall thetarge
funding ircreases for defense, edtioa, the National Institutes of Health, and for veterans' health care ($1.7 billion more than requested
will be provided for such health care; for related debate, see vote No. 63). Also, the conference report intends theo BB bitha
relief will be to help families with child care, and $3 billion of the on-budget surplus in the second 5 years will be 8peathid
Care and Development Block Grant Program (for related debate, see vote Nos. 74 and 85).

Reserve fundsIf a budget resolution does not include changes in revenues or outlays for subsequent tax or spending legislation
that may be enacted, a mechanism called a "reserve fund" can be added to the resolution Hoat ti# Budget Comiittee
Chairman to make adjustments to it after it has passed in order to accommodate such legislation, if necessary. Resenve funds ha
usually been included in budget resolutions either to approve the consideration later in the year of tax-and-spend proposals by
Democrats or tax-relief/spending-cut proposals by Republicans. Without reserve funds, such proposals are subject ton§-vote poi
of order, even if they do not violate the "paygo" (deficit neutrality) requirement for tax and mandatory spending propaséls. Ta
cannot be paid for with spending cuts, unless approved in a reserve fund, because such approval would trigger a 60Feotiepoint o
against considering proposals that would lower projected revenues below the revenue floor set in the budget resolutigmeBmilar
entittement spending cannot be paid for with new taxes, unless approved in a teskrgedause such approvalwd trigger a 60-
vote point of order against entitlement spending in excess of the aggregate mandatory outlay ceiling set in the budgeResehvt
funds allow the floor and the ceiling to be changed, respectively, and, thus, avoid the points of order.

This budget resolution contains several reserve funds:

® a reserve fund for retirement security, that will allow totals in the resolution to be adjusted to accommodate chandds/require
the passage of legislation that will enhance retirement security through structural programmatic changes;

® areserve fund for Medicare, that will allow totals in the resolution tdjbstad to accommodate changegiieed by the passage
of legislation that will implement structural Medicare reform and significantly extend Medicare's solvency without theofraasfer
subsidies from the Treasury general fund; such legislation may include the provision of a prescription drug benefit;

® a 5-year, $6 billion reserve fund for agricultural assistance, though that assistanokcaage a net increasdindget authority
or outlays in fiscal year 2000 or a net increase in budget authority for any of fiscal years 2000-2004;

® a tax reduction reserve fund,;

® a deficit-neutral reserve fund for employment programs for individuals with disabilities;
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® a reserve fund to allow totals to be adjusted should an on-budget surplus result this year; and

® a reserve fund to allow adjustments forisémtion to give local educational agencies more Individuals with Disabilities Act
funding, provided that funding does not cause a net increase in budget authority or outlays over FYs 2000-2004 or FYs 2000-2

Sense-of-the-Senate, Sense-of-the-House, and Sense-of -the-Congtaszments include the following:

® Congress will pass legislation creating a Social Security lockbox that will prevent Social Security funds from beinguaged for
purposes other than to pay for Social Security lisnaf reforms, or saved for Social Security by reducing the debt held pyllie
(see vote No. 58);

® Congress should enact legislation that will consolidate 31 Federal kindergarten through secondary education programs;

e the full promised funding for the Individuals with Disabilities Act should be given before new education programs are fundt

o the Federal Government will not directly invest Social Security funds in private financial markets (see vote No. 60);

® Congress will not adopt the Biéent's proposedits in Medicare, nor will it transfer new IOUs to Medicare's trust fund that will
have to be redeemed later by raising taxes, cutting spending, or borrowing more money from the public; Congress shoald wor|
bipartisan fashion to reform Medicare, building on the work of the Bipartisan Medicare Commission (see vote No. 65);

o funding will be increased for various Federal higher education programs;

e funds will not be provided to put the Kyoto Protocol into effect prior to Senate ratification;

® the President's proposal to change the distribution of transportation funds will be rejected; and

® additional funding will be authorized for the Farmland Protection Program (see vote No. 68).

Those favoringpassage contended:

This is the twenty-fifth budget resolution since the passage of the Budget Act. It is only the second budget resoluidredrat ha
passed by the April 15th deadline. We are pleased that Members on both sides of the aisle have workes boiggett together
quickly. There idipartisan agreement on some of the principles of this resolution; on others, there are real differences of opinior
others we believe the objections we have heard are based more on politics than policy. This budget, like abhlyddetsts a
course. If the course followed by this budget is followed, we will save all of the Social Security surpluses for the aextdi0Secial
Security, we will consider Medicare reform this year, we will adhere to the spending caps of the Balanced Budget Agregeaent of 2
ago, we will increase defense, veterans health care, education, and health research spending, and we will provide weorkatigf fo
American families.

The first, most critical element of this budget resolution is thatlitetain all of the $1.8 tHion in Social Security surpluses that
are going to be generated over the next 10 years for Social Security. When Social Security collects more in a year plagnrit will
benefits, it uses the surplus, by law, to purchase Treasury notes. The surplus money goes to the general fund of tidhareasun
money then can be spent or it can be saved. Ifitis saved, it is not put in a bank pass-book savings account to cldletpearoaumd
interest nor is it gambled in the stock market. Instead, it is used to pay down the debt held by the public (on whicmther@aer
paying interest). If we succeed in saving the $1.8 billion in surpluses for Social Security, in 10 years, when the prograayiepi
out more in benefits than it collects in taxes, tinéédl States W be in a much stronger economic position to make up the difference.
The hard part will be in ensuring that the debt held by the public will actually be reduced. Currently there is no cagedn.shch
major premise of this conference report is that a "lockbox" will be created that will make it vepjtdiffispend the Social Security
surpluses on any purpose other than retirement security reforms or reducing the debt held by the public. The languagenbn retir
security reforms was added in conference. Many Democrats have expresspdsediupar overhts language. They are being
inconsistent. Before we had this language, they complained that the resolution "only" saved the surpluses but did nbé addre:
possibility of making structural reforms that would ensure the program'’s long-term solvency. Now that we have added language
will make the consideration of such Isigtion in order, thewre darkly warning that Republicans are intent on destroying Social
Security. This claim is ridiculous, and owlleagues know it. No Social Security reform will be enacted unless it is bipartisan. All this
language does is preserve the option, should Democrats decide they are willing to discuss the issue seriously. We hope th
colleagues wilhot usethis supposed fear as an excuse to oppose a lockbox, which would then give them the opportunity to squal
the Social Security surpluses.

The next major element of this conference report is that it will provide substantial tax relief. Under current spendagyggans,
forth in the balanced budget agreement of a couple of years ago, the Federal Government will collect $2.7 trillion n®tiedn taxe
it will spend over the next 10 years. As alreadyed, $1.8 trillion of that excess will be from Social Security. For the remaining $900
billion, this conference report proposes giving b&8R0 billion of the extra moneyltected to the American people (the rest will be
saved for debt reduction or high priority items, such as Medicare reform or emergency spending). We strongly favor ifat tax re
Americans are already taxed at the highest level in history. When Federal, State, and local taxes are combined, theynare paying
in taxes than they are for food, clothing, and sheltetbdoed. According to the Congressional Research Service, an average America
family is going to pay $5,370 more in taxes over the next 10 years than will be needed if the Federal Gquststidsttats current
spending levels for programs. Under these circumstances, we think that it is a better idea to give back the extra nfgneyitathe
people than it is to try to come up with new ways of spending it.

The big problem is going to be stopping Democratic, and some Republican, proposals to fritter away the surpluses. With |
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surpluses, there will be a temptation to say that a proposal will "only” cost a few billion or a few tens of billions t& aftouplred
billions of dollars and that there will still be plenty of money to save for Social Security or to give back in tax reliegulglan
proposals were made when the Senasicleredts version of the budget resolution, and those proposals will doubtless multiply when
the Senate gets to the appropriations bills. In many ways, managingl@sdarmore difficult than managing a deficit. When the
country was in dire economic circumstances, it was easier to convince more liberal Meiitibénsjnmatural préilection to always
increase taxes and spending, that it was in the country's best interest that they exercised a little restraint. Nowatkajdimdes
though, liberals seem to have the opinion that the country can afford to spend a lot more money.

Compounding the difficulties that we are going to have over the next year in restraining spending and cutting téaetisthe
some Democrats believe that our balanced budget and present prosperity are due to the largest tax increase in hispaydéd} they
without any Republican support, in 1998d¢asonally, a few Democrats will grudgingly suggest that the nearly as large tax increase
in 1990, that they coerced then-President Bush into signing, also helped). This belief is bizarre. Ag@0ttax hike theauntry
dipped into a mild recession; the economy was recovering when the 1993 tax hike was enacted, and the economic expansion slowed;
the economy remained sluggish foreas, but took off asoon as Republicans took over Congress and began to enact reforms; finally,
when Republicans enacted a tax cut that was nearly as large as the 1993 tax hike, the economy grew even more rapithy and defici
plummeted. From this short, recent history of tax cuts, we do not know how anyone could conclude that the huge 1993 $ax hike wa
responsible for getting the budget balanced and for the huge economic growth of the last several years.

That conclusion is even more nonsensical when one looks at all of the other major changes that affemtedithmdbe 190s.
For instance, the blow from the 1993 tax hike was considerably softened by the fact that the huge yearly deficits frofithaying o
Savings and Loan debacle stopped at the same time that tax hike was enacted. More recently, Republicans overcame batfieeral year
with Democrats to enact a major welfare reform bill, and they managed to get a balanced budget and tax cut plan enacpaidhat wa
for entirely with spending cuts. Those large changes in fiscal policy contributed to the country's economic growth, negnelsitey i
tax collections even as tax rates were cut. Another factor which helped the economy grown in the 1990s was lmpatitiseeal
support for free trade policies. Moving away from Congress, we note that the stable money supply that has been maingained by th
Federal Reserve has greatly contributed to the country's prosperity and that business restructuring greatly increasftidianiness’
and profits. Other factors that have helped the United States' economy include the increasingly socialist policies afitoser cou
(which have caused capital to flee to the United States), continued low energy prigest, @ath luck that no major wars have drained
resources. Do Democrats think any of the above had anything to do with the budget coming into balance and the continwed economi
growth? No, they seem think that nothing at all happened this decade except that they managed to enact the largest tax hike in history.
In speech after speech, Democrats have bragged that their record-high tax hike in 1993 has done it all. Given that theggenuine
to believe that the only route to prosperity is through higher taxes, it is not going to be easy to get tax cuts enactddemetzrats
are going to press for spending increases.

The battles over the coming months will primarily be to protect the Social Secupitysesrwith a strong lockbox and to provide
tax relief with the additional surpluses that will accrue. If we fail, the surpluses, including the Social Security moheyspritit.
Beyond any doubt this budget resolution is based on the understanding that spending cuts will be made in many progrsads. Itis b
on the bipaisan agreement of just 2 years ago that planned for spending restraint. We have prosperous times now, and we should take
advantage of that fact by cutting the debt held by the public in half, protecting Social Security, laying the frameworkiander w
Medicare reforms may be passed, giving back the excess taxedlthatasllected, and holding government spending in check. This
budget resolution sets forth a blueprint for meeting all of those objectives. We strongly support its passage.

Those opposingpassage contended:

We have five main reasons for opposing this conference report. First, it not onlyad@=we Socidbecurity, it threatens it by
creating a mechanism that will allow its funds to be spent on "retirement security." We suspect that undefined term npdgmask a
to privatize the program or in some other way radically restructure or eliminateahds@aoes not add money to Medicare. We are
going to have large surpluses over the next 10 years; the best possible use for those surpluses would be to extendahéhsolvency
Medicare program. Third, it is fiscally dangerous. It will enact tax cuts that will grow in size over the years basedrpraf@geans
of continued prosperity. That type of optimistic assumption could result in huge deficits in the outyears if thereigaricec
downturn. In1993, Democrats courageously joined with President Clinton in enacting the largest tax hike in history. Republicans
warned darkly that enacting that tax hike, which was on wealthy Americans, would sink the economy. They were wrong. It balanced
the budget and led to sustained economic growth. Fourth, itfipsi@re offasive. The tax hikes will benefit wealthy Americans at
the same time as the needs of sick, elderly Americans on Medicare are ignored. Fifth, it proposes extreous, cdasgegovernment
programs. We applaud our Reblican colleagues for pposing higher spending in a few areas, but, overall, they have proposed drastic
cuts. Inreal terms, this budget is going to require cuts of about 11 percent in most Federal programs. As a practical matter, our
Republican colleagues have to know that there is no possible way that Democrats willes/&r sigch cuts. The Rrdent will veto
any bills that propose them, and those vetdbb®sustained. We fear that we arediag for another government shutdown and that
the compromise that will be agreed to will be to cut taxes and continue spending. That compromise will result in mastsive defici
spending. This budget is dangerous. We urge its rejection.



